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Senate Rejects 
Tax Incentive 
For Minorities 


By Helen Dewar 

Washington Pos t Staff Writer 

The Senate yesterday approved 
and sent to President Clinton abill re- 
pealing a tax incentive to encourage 
minority ownership of broadcast and 
cable companies, marking the opening 
skirmish in what could be a long fi ghr 
over affirmative action programs on 
Capitol Hill. 

The legislation was approved by 
voice vote, as it was last week by the 
House. Repeal of the broadcast provi- 
sion, prompted by a deal that could 
have given Viacom Inc. a tax deferral 
of up to $600 million for selling to a 
minority-controlled group, was includ- 
ed in widely supported legislation that 
would revive and extend a health in- 
surance tax deduction for self- 
employed people. 

Final passage of the measure came 
as Democrats in both houses com- 
plained angrily about House RepuHi- 
: cans’ scuttling of another provision, 
■ which would have ended a tax break 
j that has allowed expatriate billion- 
aires to renounce U.S. citizenship to 
avoid paying taxes on their profits. 

The provision had been approved 
by the Senate with administration 
siq>port but was dropped in a House- 
Senate conference at the insistence of 
House Republicans. Democrats 
vowed to continue pushing for taxa- 
tion of wealthy expatriates, and Sen. 
Edward M. Kennedy (D-Mass.) 
planned to try to put the Senate on 
record later this week as favoring 
such action. 

White House officials said Clinton 
was undecided about whether to sign 
the bill. An aide said Clinton likes: the 
provisions for tax breaks to pay for 
health care, but is unhappy that the 
tax loophole for expatriates was not 
closed and has asked aides to study 
the Viacom provision. 

Repealing the broadcast tax break 
and closing the expatriate loophole 
were among several revenue-raising 
moves that were proposed to offset 
the cost of the health insurance de- 
duction, which Congress was rushing 
to pass before the April 17 deadline 
for filing income tax returns. A previ- 


ous health care deduction for the self- 
employed expired in 1993. 

The deduction for health insurance 
costs would be 25 percent Tor the 
1994 tax year and 30 percent there- 
after. About 3 million small-business 
owners and farmers would be eligible 
to take the deduction, which would 
cost the Treasury an estimated $3;5 
billion over five years. 

As one of its main money-raisers, 
the bill ends a 17-year minority tax ' 
certificate program of the Federal 
Communications Commission, which 
allows companies to defer paying tax- 


es on profits from sale of radio and 
television stations and cable systems 
purchased by firms that are at least 
partially minority-owned. 

The program came under fire after 
Viacom, the entertainment giant, pro- 
posed to sell its cable TV system for 
$2.3 billion to a partnership headed 
by an African American businessman, 
Frank Washington. Critics charged 
that the program was more of a boon 
to powerful corporate interests than 
to struggling minority entrepreneurs. 

Republicans also launched a review 
of affirmative action programs in gen- 
eral and advocated that some of them 
be revamped or eliminated. 

Repeal of the FGC certificate pro- 
i cess would be retroactive to Jan: 17, 
killing the Viacom tax deferral, Via- 
com has said it will abandon the ale if 
it cannot get the deferral. Ending the 
program is estimated to raise $1.4 
billion over five years. 

The expatriate provision would al- 
so have raised an estimated $1.4 bil- 
lion over five years, by taxing the cap- 
ital gains of wealthy Americans who 
renounce their citizenship. Officials 
estimated it would have affected 
1 about two dozen people a year. 

Funds for financing the health-care 
deduction were also raised by making 
it harder for people with interest in- 
come, rents and royalties to qualify 
for an earned income tax credit, sav- 
ing $2 billion over five years. 

Senate Majority Leader Robert J. 
Dole (R-Kan.) agreed to allow a vote 
; on Kennedy’s expatriate tax break 
| amendment later, once the Senate 
j has voted on a rider proposed by Sen. 
Alfonse M. D’Amato (R-N.Y.) that 
could have extensive impact on the 
U.S. financial ; package for Mexico. 
D’Amato wants to limit loans to any 
country from the Treasury’s Ex- 
change Stabilization Fund to $5 billion 
in any 12-month period. 

Senate Democrats seeking to pro- 
tect key liberal programs from the 
budget ax yesterday took their stand 
behind an amendment to the recisions 
bill offered by Minority Leader 
Thomas A. Daschle (D-S.D.). It would 
restore $1.3 billion for Head Start, 
education reform, drug-free schools 
• and national service. Kennedy con- 
trasted those cuts with the tax break 
for “billionaire” expatriates. 

But Dole stuck with plans to press 
for a vote today on an amendment 
countering Daschle, by cutting an ad- , 
ditional $1.3 billion worth of spending 
commitments made earlier to public 
broadcasting, national service, legal 
services for the poor and other pro- 
grams. 

Staff writers Dan Morgan and John 
j F. Harris contributed to this report. 



